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To The Shareholders 


The Board of Directors is pleased to submit the following annual report 
of the Company for the year ended September 30, 1972 together with the 
financial statements and auditors’ report dated December 4, 1972. 


The year 1972 provided the increase in drilling activity that we had an- 
ticipated for 1971. The corresponding increase in our revenue occurred 
in the second quarter of our fiscal year and it is now fairly evident that 
gas and oil exploration in Canada will remain at a high level for the fore- 
seeable future. This, plus the purchase of an oilfield rental tool company, 
Cougar Tool Co. Ltd., during the year combined to give your Company its 
biggest year ever in terms of gross revenue. 


In the next decade it has been estimated that billions of dollars will be 
spent in oil and gas exploration in the Canadian Arctic and the Offshore 
East Coast of Canada. Oil Patch is in an extremely favourable position to 
earn a share of these dollars. During 1972 branches were opened in Dart- 
mouth, Nova Scotia and Inuvik, N.W.T. Both will offer machine shop and 
fabricating facilities to the exploration industry as well as a base for Oil 
Patch and Cougar rental tools. In both areas we are the first company to 
offer these complete services. The Dartmouth branch has been in operation 
ache August while the Inuvik branch, being much larger opened in Novem- 
er, 1972. 


As you would expect the opening of these branches has adversely affected 
this years earnings with non-recurring start up expenses. However they 
should contribute net income commencing in the second quarter of this 
fiscal year. 


Operations 


(1) Rental Division 


This division increased its revenue from 1971 by 30% and was the largest 
contributor to overall profit. We did not increase the amount of equipment 
on hand until the end of the fiscal year. This is in anticipation of increased 
demand for 1973 and for stocking the East Coast and the McKenzie Delta 
branches. 


(2) Used Equipment Sales Division 


This division’s revenue increased by approximately 20% over the previous 
year but the profit was lower. There were two major oilfield auctions held 
in Canada during the year which helped to keep the market prices down. 
Fortunately, there are signs now that good used equipment is becoming 
scarce as the number of rigs working increases. 


(3) Machining and Fabrication Division 


This division made the most dramatic gain in 1972. Total revenue increased 
by 100% over 1971 which gave us a healthy profit for the year against 
the loss we had the previous year. Between the greater demand by the 
industry on our fabrication facilities and the manufacture of Cougar Tools 
by our machine shop it appears that this division will remain profitable in 
the foreseeable future. 


(4) Cougar Tool Co. Ltd. 


During the beginning of this year we purchased all the outstanding shares 
of Cougar Tool Co. Ltd., as well as the Canadian and U.S. patent rights 
on anew style of shock sub development by the employees of the Company. 
This company has not only proven profitable as a rental company but also, 
the manufacture of Cougar shock subs by our own machine shop has 
helped ease the overall costs of Oil Patch. Although we cannot include 
in earnings the internal profits achieved by this manufacture (since Cougar 
is a wholly-owned subsidiary) the lower capital cost will achieve higher 
rental profits by Cougar in future years. 


In 1972 we increased the rental inventory of this company and have now 
licensed a U.S. representative for the rental and manufacture of the 
Cougar shock sub. Additionally a new stabilizer and bumper sub are being 
developed. All of these factors indicate a substantial increase in the 
profits of this subsidiary in 1973. 


(5) Pembina Meter Services Ltd. 


Since the fiscal year end we have purchased all the shares of Pembina 
Meter Services Ltd. This company has a well established and profitable 
business of selling, servicing and testing meters and recording devices 
used extensively in the oil and gas industry. Our acquisition of this com- 
pany will enable us to further diversify our services to the industry without 
any appreciable increase in overhead. 


(6) General 


As the financial statements show, the opening of the two new branches, 
as well as increasing rental equipment in Cougar Tool has been a drain on 
our working capital. We have attempted to finance the expansion almost 
entirely out of cash flow. The bulk of our financing has been short-term 
with only a small mortgage being obtained for the real estate in Dartmouth. 
Our present feeling is that this cash position will correct itself during the 
first six months of 1973. We have had some tentative long-term financing 
for the Inuvik real estate proposed if it appears that our projected cash 
flow is not enough. 


It now appears that the long awaited increase in drilling activity has arrived 
and will remain at a high level for some years. By increasing our outlets to 
the new areas of major exploration activity and by the diversification of our 
services accomplished in 1972 we expect to strengthen our gross earnings 
and net profit position in 1973. 


Donald L. Chandler 
Dec. 21, 1972 President and Chief Executive Officer 


OIL PATCH EQUIPMENT SALES & RENTAL LTD. 


AND SUBSIDIARY COMPANY 
CONSOLIDATED STATEMENT OF EARNINGS AND RETAINED EARNINGS 


FOR THE YEAR ENDED SEPTEMBER 30, 1972 


REVENUE 


EXPENSES 
Cost of sales and other expenses 
Interest on long-term debt 
Depreciation (Note 2) 


Operating profit 


INCOME TAXES 
Current (Refundable) 
Deferred 


NET EARNINGS 


Retained earnings at beginning of year 


RETAINED EARNINGS AT END OF YEAR 


NET EARNINGS PER SHARE 


1972 


$3,768,483 


2,782,062 
17,433 


478,969 


3,278,464 


490,019 


95,703 


147,000 


242,703 


247,316 


891,969 


$1,139,285 


27c 


1971 


$2,278,767 


1,803,993 
9,776 


448,328 


2,262,097 


16,670 


(34,865) 
38,635 


3,770 


12,900 
879,069 
$ 891,969 


1c 


OIL PATCH EQUIPMEN’ 
AND SUBSIDI 
CONSOLIDATED BALANCE SHI 


ASSETS 
1972 1971 
CURRENT ASSETS Pas 

Cash ue $ 6,067 
Accounts receivable 1,029,803 598,004 
Income tax refundable - 45,139 
Inventory, at the lower of cost and 

net realizable value 1,018,730 726,569 
Prepaid expenses 28,622 34,484 


POV AT( ahs) 1,410,263 


7%4% SECOND MORTGAGE = 7,724 


PROPERTY, PLANT AND EQUIPMENT (Note 2) 4,970,743 3,618,882 


Accumulated deprecation WASH AThaTAT AY, 1,368,047 
3,292,973 2,250,835 
PATENT RIGHTS, at cost 100,000 ~ 
Less amounts amortized 4,500 - 


95,500 > 


EXCESS OF COST OF SHARES OF SUBSIDIARY 
OVER FAIR VALUE OF UNDERLYING 
ASSETS (Note 1) 94,453 = 


Signed on behalf of the Board 


D. L. CHANDLER 


Director 


_L. C0. GARRIES _ 
Director 


$5,560,081 $3,668,822 


LES & RENTAL LTD. 
COMPANY 
AS AT SEPTEMBER 30, 1972 


LIABILITIES 
1972 1971 
CURRENT LIABILITIES 
Bank indebtedness (Note 3) $ 934,146 $ 350,000 
Accounts payable and accrued liabilities 1,072,641 367,107 
Income taxes 85,130 - 
Current maturities on long-term debt 39,051 4,540 
2,130,968 721,647 
LONG-TERM DEBT (Note 4) 234,251 ionice 
DEFERRED INCOME TAXES 440,591 264,488 
SHAREHOLDERS’ EQUITY 
CAPITAL STOCK (Note 5) 
Authorized 
2,000,000 shares of no par value 
Issued 
912,036 shares 1,614,986 1,614,986 
RETAINED EARNINGS 1,139,285 891,969 


2,754,271 2,506,955 


$5,560,081 $3,668,822 


OIL PATCH EQUIPMENT SALES & RENTAL LTD. 
AND SUBSIDIARY COMPANY 
CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
FOR THE YEAR ENDED SEPTEMBER 30, 1972 


1972 1971 
SOURCE OF FUNDS 
From operations after adjustment for 
non-cash items $ 756,891 $ 499,863 
Sale of fixed assets 381,375 178,460 
Payment on 7%% second mortgage 7,724 17,007 
Long-term borrowings 148,000 - 
1,293,990 695,330 
APPLICATION OF FUNDS 
Purchase of fixed assets 1,752,485 995,147 
Purchase of patent rights 100,000 - 
Reduction of long-term debt 89,481 4,739 
Purchase of goodwill 94,453 - 
2,036,419 999,886 
DECREASE IN WORKING CAPITAL 742,429 304,556 
Working capital at beginning of year 688,616 993,172 


WORKING CAPITAL (DEFICIENCY) 
AT END OF YEAR $ (53,813) $ 688,616 


OIL PATCH EQUIPMENT SALES & RENTAL LTD. 
AND SUBSIDIARY COMPANY 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


SEPTEMBER 30, 1972 
PRINCIPLES OF CONSOLIDATION 


The consolidated financial statements include the accounts of the company and its 
wholly owned subsidiary, Cougar Tool Co. Ltd. The operations of Cougar Too! Co. Ltd. 
are included from October 1, 1971, the effective date of its acquisition. 


No provision has been made for amortization of the excess of the cost of shares of 
the acquired subsidiary over the fair value of its net assets at date of acquisition as, 
in the opinion of management, no diminution of the value of such excess has occurred. 


PROPERTY, PLANT AND EQUIPMENT 


Property, plant and equipment comprise the following: 


Accumulated 1971 
Cost Depreciation Net Net 
Land and improvements $ 109,613 $ 17,447 $ 92166 $ 43,289 
Buildings 1,001,111 115,574 885,537 559,366 
Rental equipment 2,764,466 1,207,721 1,556,745 1,336,717 
Automotive equipment 291,594 124,604 166,990 53,839 
Shop equipment, 


furniture and fixtures 803,959 212,424 591,535 257,624 


$4,970,743 $1,677,770 $3,292,973 $2,250,835 


Depreciation has been provided in the accounts on the straight line method based 
on the estimated useful asset life. 


During the year the company redetermined the estimated useful lives of certain rental 
equipment, a consequence of which the provision for depreciation for 1972 is 
approximately $130,000 less than otherwise would have been reported. 


BANK INDEBTEDNESS 


The bank indebtedness is secured by an assignment of accounts receivable and a 
floating charge on the assets of the company. 


LONG-TERM DEBT 


Long-term debt consists of: 1972 1971 
7%2% Mortgage on land, repayable in monthly 

instalments of $1,166 including interest $125,498 $130,039 
8%% Notes payable, repayable in annual 

instalments of $33,333, plus interest 100,000 - 
10% Mortgage on land, repayable in monthly 

instalments of $457 including interest 47,804 - 
Agreement to purchase - 50,233 

273,302 180,272 

Less current maturities 39,051 4,540 


$234,251 $175,732 


The estimated principal payments required in the four years subsequent to 1973 are as 
follows: 1974 $40,000 1976 $7,000 
1975 40,000 1977 8,000 


5. CAPITAL STOCK 


The company has reserved 50,000 shares under its stock option plan for directors, 
senior officers and certain key employees. At September 30, 1972 options had been 
granted with respect to 19,400 shares exercisable on or before December 4, 1974, at a 
price of $5.40 per share. The issuance of these shares will have no dilutive effect on 
earnings per share. 


6. STATUTORY INFORMATION 


Remuneration paid during the year to directors and senior officers of the company 
totalled $136,856 (1971 - $103,906). 


7. SUBSEQUENT EVENTS 


Subsequent to September 30, 1972 the company purchased all the issued shares of 
Pembina Meter Services Ltd. and Pem-Chart Ltd. for $260,000 cash (financed by 
additional bank borrowings). The company has offered to sell to a third party, at 
cost, 20% of the Pembina Meter Services Ltd. shares. 


Riddell, Stead 8 Co. 


CHARTERED ACCOUNTANTS 10117 Jasper Avenue, Edmonton, Alberta 


AUDITORS’ REPORT 


To The Shareholders 
Oil Patch Equipment Sales & Rental Ltd. 


We have examined the consolidated balance sheet of Oil Patch 
Equipment Sales & Rental Ltd. and its subsidiary as at September 30, 1972 
and the consolidated statements of earnings and retained earnings and 
source and application of funds for the year then ended. Our examination 
included a general review of the accounting procedures and such tests of 
accounting records and other supporting evidence as we consider neces- 
sary in the circumstances. 


In our opinion, these financial statements present fairly the 
financial position of the companies as at September 30, 1972 and the results 
of their operations and the source and application of their funds for the year 
then ended, in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 
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Oil Patch Equipment Sales & Rental Ltd. OILFIELD SALES & RENTALS 


INTERIM CONSOLIDATED 
STATEMENT OF EARNINGS 


AND RETAINED EARNINGS 


For the Six Months Period 


Ending March 31, 1972 
(unaudited) 


Comparative 


1972 1971 
INCOMES: te $2,133,387 $1,533,229 
Expenses 
Cost of Sale and 
other expenses ..........0......... 1,497,302 1,220,12’ 
Interest on Long Term Debt.... 4,768 4,926 


Depreciation cece 285,716 224,007 ALBERTA, CANADA 


1,787,786 1,449,056 


Operating Profit 0.00.00... 345,601 84,173 


Provision for Income Tax 


For the Six Months Period 
Ending March 31, 1972 


CUTENESS Saccoes eee. 174,100 34,710 
D6iGhied: ae a eeccet cr ees! (8,300) 2,301 z f 
165,800 37,011 
Nei “Earnings acc sokeann 179,801 47,162 _ 
. a 
Retained earnings at 
beginning of year oc... 891,969 879,069 a 
Retained earnings at FE 
ed: Of “period: f..0.css $1,071,770 $ 926,231 < INTERIM REPORT 
Net earnings per share ................ .20¢ .05c 
& 
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OIL PATCH EQUIPMENT 


P.O. BOX 4080 — EDMONTON, ALBERTA 
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